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GOVERNMENT 01 INDIA 
DEPARTMENT OF INDUSTRIES & SUPPLIES 

RESOLUTION 

New Delhi, the 23rd April 1947 
No. D - 1(265 ) / 1. - In October 1946 , the Government of Sir T . Vijayaraghaven 

. India appointed the 
Enquiry Committee consisting of Sir Maurice Gwyer and ústries and Supplies in 
charya , to review the problems of the Department of Ind and suitability of the 
the Disposal of surplus stores ; to advise on the adequacy is of Disposal are suited 
organisation and personnel ; to advise whether the method expeditious ; to advise 
to producing results which are in the public interest and in 
whether there are definite indications of corruption ar 

general to suggest 
methods of improving performance and standards . 
2 . The Report or the Commuttee was received on the 14th March 1947, and 

a February 28th , 1947 . The 
report was placed before the Disposals Board , orlegislature on the 25th March 
before the Standing Advisory Committee of th 
1947 . 
3 . The Committee found performanís have to be effected , and the resuits 

ve 01. the whole satisfactory , considering 
the conditions under which Disprint 
achieved , in terms of quantity 

is considerahle . The Committee have drawn atten 
tion to certain defects whi - 

uch seem to thein to vi-t in the present arrangcinenis . 
but recognise the com ple 

plexity of the problems with which the organisation bas 
had to deal, and the immense difficulties inherent in any system of Disposal of 
surnlunus stores . The Committee have made a general survey of prices actually 

realised , and formed the opinion that prices have , on the whole , reached as 
reasonable a level as could be expected in the circumstances 
4 . Their main findings are as follows :-- 
(i) On the military side , there has been delay in declaration of surpluses , 

inadequate verification of quantities and instances of leakage , 
pilferage and collusion with custodial staff . The difficulties of 
coping with vast scattered and undetermined holdings while 
demobilization of personnel was an imperative necessity are recog . 

nized , but these defects require to be remedied . 
( ii ) As far as possible , disposal should be by open tender or auction with 

stated reserve prices . Disposals by negotiation should be reduced 

to the minimum and be conducted on conditions to be prescribed . 
(iii ) Speed should , with a few exceptions, be a primary objective in 

disposal. 
(iv ) There should be the fullest publicity possible both before and after 
sales . 
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( In the first half of 1946 , the Disposals staff was inadequate for the 

volume of work , but is now nearly adequate . The Director General 
deserves every credit for having , with the limited resources avail 
able , brought his organisation up to a point where it will be able to 
cope with the work , so far as can be seen . It is doubtful whether 
an attempt to modify the composition of the officer staff would 

result in marked improvement of standards . On the other hand , 
fijn it might well lead to the loss of such experience as has been gained . 
GP de Committee have found no evidence of corruption in its grosser 

worms, but it is impossible to assert categorically that it has never 

puccurred . To dispel suspicion , all nieasures tending to establish 
The Dispohlic confidence , particularly publicity , should be adopted . 

and delivery sal of surplus stores involves three distinct stages , -- declaration , 
sala ural, Disposals . Of these , only sale is the responsibility of the Director 
Gei : of delivery to declaration of surpluses and the holding of stocks up to the 
tin icerned . . purchasers is the responsibility of the Defence Service 

6 . In the matter a 
rocedure could have bif declarations, the Committee have suggested that the 
going through the prescreen shortened and an earlier assessment made without 
determined on a global bribed channels whereby figures of surpluses are finally 
lag behind demobilization asis . It is obvious that demobilization of material must 
the strategic situation anc of personnel. The latter in its turn must be related to 
Forces , not only in India , bit to the size and composition of the post -war Armed 
the military events since that in the Commonwealth as a whole . In the light of 
starting point has been mose end of the war , it is easy to appreciate that this 
heen done for the most part, at difficult to determine . This has , however, now 
Inittee investigated the position id much progress has been made since the Com 
determined and formal declarations The bulk of the surpluses have now been 

Shoopimittel olan artre on . Saudarney Weste 
tions in several cases . This is true. Havinttention to the inaccuracy of declara 
of items, to the changes in personnel due to deragard , however , to the vast range 
holding of stort s at the end of the war , it cannot be accem 

" bilization and to the immense 
wera serious in extent. In the early days , when the prowahlen was new and i 

accepted that avoidable faults 
sound procedure had to be developed -- to a great extent as it Tuw volt of actual 
experiencema number of cases of faulty and incomplete records was inevitabile 
There has been steady improvement, and this early experience by no means 
represents the present position . Nonetheless , it is accepted that the greatest 
possible accuracy is essential to the satisfactory carrying out of the subsequent 
stages of Disposal and to establishing public confidence therein . Instructions 
have been issued emphasising the personal responsibility of officers in charge of 
depots in this connection , 

8 . The Committee have also referred particularly to the handling of surpluses 
taken over from the U . S . Forces . Under the terms of the agreement with the 
I S . Governinent, these are the property of the Government of India , and , like 
other surpluses , are held by the Defence Services . Owing to the sudden depar 
ture of the U . S . Forces , they were handed over in extremely difficult circum . 
stances , and a check of ground balances against the documents handed over was 
quite impracticable . The Committee s reference to a check of only one per cent. 
having been completed , and its implication that nothing is known of the remain 
ing 90 per cent.. calls for an explanation , which is that the one per cent, check 
referred to is a recognised method of sampling over the whole field and wider 
checks are made where the sampling suggests the necessity for it. Arrangements 
have been inade for all essential information regarding stocks to be available to 
the Direntor General, Disposals , and special surveys will be undertaken for 
categories of stores requiring this . 


Tr11 


THE GAZETTE OF INDIA EXTRAORDINARY , APRIL 23 , 1947 . 


381 


9 . The Committee have also recommended in this connection segregation of 
surplus stores in the depotb , und greater facilities for inspection to prospective 
purchasers , Thure are physical limitations on this due to the volume and nature 
of the stores and the staff and storuge accommodation available ; and although 
they are segregated to the extent possible , there must remain a wide field over 
which segregation is impracticable . But it is recognised that facilities at depote 
to potential purchasers should be iinproved ; and , to the extent that this is 
possible within the limitations of security requirements , this will be arranged . 

10 . The inuvitable uncertainty which , as already indicated , must uttach to 
information about surpluses , has its effect on Disposal ibault and on the market 
Available to the Disposals organisation . The Committee have recognised that , 
though improvement in methos is possible , the basic principle of disposing 
of surplus goods us is , where is " leaving it to the purchaser to find and serve 
the ultimate consumer, is the only practical course to take. The result of this 
und of the inethods adopted to efl ect actual gules , have led to a tendency for 
Disposals business to be concentrated increasingly within a specialised circle of 
buyers . The location of stores , (which has been determined by purely military 
considerations), and their usuully special mature , which makes them rarely 
suited in their existing form for civil uso, give the problem of Disposals ite 
special character . The position of the Director Genoral of Disposals is not com 
parable to that of the head of any ordinary business organisation . He is not in 
# position to guarantee quality or even quantity or render services such as 
delivery at a required place , which are usual in coinmercial practico . The Com 
Inittee agreu thut this circumstance cannot be changed , ey elaborate prepark 
tion , of surplus storus for gulo by re -conditioning or conversion would be a task 
which u Governinent department is unfitted to undertake ; and it would certainly 
not be worth while setting up a colossal undertaking merely for the very tem 
porary purpose of disposing of surplug goods . Disposals buginess therefore 
tends to flow into tho hands of those who are prepared to bear inconvenience 
und rieks ; and , whatever method of Disposal is adopted , the principal purchaser 
will always be the middleman , leuving the Disposals agency with no direct 
uneing of protecting the interest of the consuner . This makes it all the more 
important that the consumer should not be deprived of the only indirect pro 
tection left tu hiin , namely , wide competition among those who buy surplus 
goods . 

11. keeping these considerations in view , the Coinnittee have reviewed the 
xisting methods of Disposal, and have concluded that tho failure of the original 
tender system , in spite of wide publicity through cntalogues , and the emergence 
of negotiation as the principal inethod of Disposals presents the chicf problem 
in Disposal. In practice , the original advertised tender has come to be regarded 
: 14 nothing more than the opening gambit in the process of negotiation . The 
result of negotiations extending to such a wide field , as bas been the case , in 
uvitably yives rise to suspicion , and to complaints from those who have been 
unsuccessful 

12. The Committee recommend that the principal method of disposal should 
be by public offer at a reserve price with an unqualified commitment to sell at 
or above the reserve , Thig ig method which the Director General has already 
developed in some degreo by special weekly advertisement of selected items . 

The results have been favourable , and justify its extension to # wider field . The 
Government of India have accordingly accepted this hasic recommendation as 
to disposals methods and issued instructions to the Director General Disposals 
Accordingly . 

18 . It has , however to be recognised that disposals methods must be affect 
od by guch considerations AB type and condition of stores , location , urgency . 
The Government of India consider that the principle accepted above should not 
be applied so rigidly and mechanically as to leave no discretion at all to the 
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* * * 
Director Guneral in deuling with particulur problemą. Otherwise , we would take 
& V bluut dhuncu of toy casily Jolly WLLT WU could secure for the itwabuy. 
The Director General will , therefore , be at liberty , ill dealing with particular 
problems, to lesuit to negotiatioils without 1Cort t tenilor weil thu cilvurlio 
taldes appear w him to justily tlie course , und on obtaining the orders ol to 
verminent . 

14 . It is believed that in the light of past experience thy Director General 
will be able to fin a reasonable reservo price in most cubog . The reserve price 
Itgelt , however , particularly in large transactions , has often an inportant effect 
on the market s judgment of what to offer , and consequently on the return 
which Government can reasonably expect . The Government of India , therefore , 
feel that tho reserve price should be fixed at a level which is moderate , in the 
light of past experience , rather than attractively low , us suggested by the 
Committee . 

15 . The Government of India consider that it would be unwise to resort 
generally ( as the Committee recommend ) to re - advertisement with a lower 
reserve price , if the first attempt fails . There may be exceptional cases of 
genuine mistakes in fixing the reserve price in which re - advertisument with a 
lower reserve price is justified ; but , in general, the first call must be final . 
Otherwise , the prospect of further advertisement will operate as an inducement 
to hold off , and kill the prospect of establishing open tender with a stated reserve 
price as the principal method of disposal, 

10 . After an attempt by the principal method has proved unsuccessful, the 
Government of Indiu consider that the Director General must be left w docido 
in the light of the considuration of speed and the general public interest , whether 
to resort immediately to auction or to proceed by negotiation with ag wide & 
circle of likely buyers as possible . I ower to negotiate in this , as in the cases of 
negotiation initially contemplated by paragraph 13 above , will however be 
confined to , besides the Director General, the Deputy Directors General and the 
Regional Commissioners , in consultation with their respective Financial Advisers 
and will be used sparingly and in the case of Deputy Directora General and 
Regional Commissioners only with the sanction of the Director General 

17 . The Government of Indin aninu with the l ummittee thit theo 
should bo a wider resort to auction in the first place than at present. The dis 
pogal of inally small items which have been in the past included in general 
catulogues cun appropriately be decentralised , and the items auctioned at 
once , Auction will also come into increusing uka for stores which va fuil 
to realise the reserve price on call for tender . 

18 The Committee have also recommonded that the standard terms of 
disposais bules should include guarantee of quantity . The present practice is 
readily to allow a rebate on the Agreed price , if shortages are established and 
replacement from other surpluses is impossible . The Government of Indir 
consider that in the peculiar circumstances , which often involve some degre 
of unreliability in declaration , it would be unsafe to go further by way of con 
tractual commitment to specific performance . In any case they think that 
from the purchaserg point of view the more important consideration and thi 
greater risk is quality and condition . 

19 In part, TV of their Report , the Committee have reviewed the g o ! 
trade channels and have emphasised the limited extent to which established 
trade channels can be entisfactorily employed 18 a method of disposals . Trade 
channels will continue to be used where possible , but , as tho Committee state 
the field for extension and development of this method is reverely restricted 
The Government of India agree with the Committee that controlled commodities 
must be disposed of within the provision of the control orders in forco . At the 
same time the situation in respect of such commodities must be kept continually 
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under review , to ensure that speed in disposal, which is of partioular import 
ance in the cube of commodities in short supply , is not sacrificed unneces 
garily to metioulous compliance with control orders . Within the striot field 
ut any control there are likely to be particular categorius to which , owing to 
such considerations as of deterioration , comparative uselessness for peace - time 
requirements , or excessive quantity , detuiled control of disposal is unnecessary , 
while speedy disposal may onable an alternative use to be found quickly , to 
the advantage of the general economio situation , for such , arrangements for 
auction should be speedily made by the Controller who is ordinarily the dispo 
sel eigent in such cases . 

20 . The Government of India agree with the Committee that disposal should 
be by outright sale and that the use of agencies should be avoided . Agency 
and commission sales may entail delay in disposal and in release of personnel, 
wbile prolonging the expedges of custody and ocoupation of storage space . 

Publicity . 
21 . The Government of India 181eu that publicity by the catalogue system 
und the associated disposals method of open publio offer without a reserve han , 
to the Counnittee point out , been unsuccessful, and it has not justified tha 
U pulsu involved . The distribution of these catalogue m WAS utempted mainly 
through Chambers of Commerce and Trade Associations , but has met with 
swadily decreasing interest on the part of these organisations. To implement 
the decision rogarding the principal method of disposal, it is now proposed to 
introduce & Fortnightly Bulletin ( in addition to special prose adyertisemente 
on the present lines ) which will contain essential particulars of stores and the 
reserve price fixed , and will itself be an invitatiou to tender in accordance with 
the principal inethod now to be adopted . The Bulletin will also include infor 
mation about Huy Cases open to negotiations and will in future be issued , direct 
to those who register themselves on a railing list . 

22 . In the matter of post- sales publicity , Government consider that some 
cuution is necessary for the protection of purchasers. Auction sules uro 
themselves public , and the system of tender with reserve prices , now to bo 
extended to booome the principal method of disposal, becures that all interested 
purchasers can he present at the opening of the tenders and know the result . 
In the case of negotiated sales , the pructive has been to keep the terms con 
fidential between the purchaser and the Department, as is the general practica 
in the United Kingdom . Government however agree with the Committee in 
para . 88 of their Report that the balance of advantage in this respect Hes in 
the maximum possible publicity for the results of important sales . The Direc 
tor General bus accordingly been direoted that the regults of all sales by nogom 
tiation and of important sales otherwise should be published in the Bulletin . 

23 . The Committee have also recommended that negotiations should be 
subjeot to periodical sorutiny by an independent authority . Government accept 
this recommendation . All transactions concludert by negotiation will be 
periodically circulated to the Standing Committee of the Legislature . 

Organisation . 
24 . The Committee s review of the development of the orgunisation 
hrings out the difficulties (which have also been felt in the counterpart of the 
Disposal organisation in the Defence Servioes ), of the need for maintaining 
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and in fact expanding a temporary organisation to deal with an emergent 
problem at a time when the War had come to an end , and when the best of 
these temporary oricen were very anrious to return to their oivil employment. 
The Government of India noto and endorse the Committee . 
appreciation of the suocess of the Director Ganorul s efforts 
in bringing the organisation to 

point , where with 
vnly compartively minor adjustments to conform to changes of methods now 
recommended , it should be able to deal satisfactorily with any future situation 
which it is reasonable to anticipate . The Government of India accept gene 
rally the recommendations regarding the organisation and will pursue the ques 
tion of changes and improvements on the lines suggested by the Committee . 

25 . On the partioular question of engagement of Members of the Legisla 
turo or persons otherwise prominent in public life in the disposal transactions , 
the Government of India feel that after this publio expression of opinion of 
the Enquiry Committee against participation of such persons , this is a matter 
which should be left to the good sense of those concerned . 

26 . In conclusion , the Government of India wish to erprors their gratitude 
and appreciation to Sir Maurice Gwyer and Dewan Bahadur Sir 
T . Vijayaragavacharya for accepting this onerous task and carrying it through 
with their sual high conception of public duty . 


ORDER 
ORDERED that a copy of this Resolution be communicated to all I rovincial 
Governments , all Clief Commissioners, the several Departments of the Govern 
ment of India , including Military Finance Department, the Political Depart 
mont , the Cabinet Secretariat, the Private and Military Secretaries to 
H . E , the Viceroy, the Central Board of Revenue , the Auditor General, 
Director Genoral, Indugtries and Supplies , Director General, Disposals , 
Rogional Commissionor of Disposale , the High Commissioner for India in 
London and all recognised Chambers of Commerce 
ORDBRWD also that it be published in the Garotto of India . 

A . A . WAUGH , Becy , 
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